Abstract:The study empirically examine the impact of the Nigerian Stock Exchange on economic growth from 
Introduction
The Nigerian Economy has over the years and various administrations have been subjected to series of social, political and economic policies and reforms. In the 1970 era, the economy was basically agrarian and solution to foods scarcity was largely achieved with the various regional governments. The need to encourage private capital in development was realised long enough with the establishment of the Nigerian Stock Exchange (then called the Lagos Stock Exchange) in 1961 to develop the capital market.
It is expedient to know that the level of investment growth which in turn has positive effect on a country"s GDP is determined by the effective operation of the stock market. Also, the insurance Act of 1976 modifies and expands the earlier insurance practice in Nigeria governing insurance company to invest certain minimum proportion of their funds in prescribed securities which are listed on the stock exchange. The above legislation, helped in forcing some individuals or institution to buy or invest their capital in some of the exchange securities which under normal condition they would never have chosen. Other important measures carried out by the government to improve stock market operations was the Nigeria enterprise promotion decree in 1972/1977. The Nigeria enterprise promotion Act of 1972 and 1977 increases the number of listed equities from 14 in 1971 to over 90 by the end of 1980.
The transition from Lagos Stock Exchange to Nigerian Stock Exchange by the middle of 1970 was because of dissatisfaction that people expressed about the financial system of the capital market among other reasons. Therefore, the area of concern of this work will be to see the contribution of the stock market in ensuring availability of capital to boast the economic growth of the Nation (GDP). This work is being carried out to provide solution to the problems often faced by the stock market in ensuring effectiveness in achieving their objective and towards contributing to the economic growth. It is obvious that corporate firms face a lot of challenge in obtaining required funds to expand their business as a result of unavailable or insufficient funds in the stock market. Therefore, the need to improve the functioning of the Nigerian Stock Exchange in ensuring availability of fund for investment purpose becomes a formidable task in this study.
The lack of public awareness of the functions and operations of the establishment (stock market) is a major problem because a large number of the population does not know how the stock market operates and as such, tend not to know most of the functions of the exchange which this work will try to examine to the better understanding of an average Nigerian. In addition, most Nigerians do not invest in securities but rather prefer to keep their money in bank or other financial institutions due to the unstable nature of the market in terms of prices of securities, share etc. consequently, people prefer to invest or keep their money in bank where they are sure of getting interest and real value of the money will not depreciate as often witness in the stock market when prices of shares or securities fails to achieve their set goals and objectives which will be highlighted in the study.
Also, the knowledge gap that this work tends to fill is the need to remove imperfection in the stock market in the form of information symmetry and transaction cost which is needed to facilitate the use of the market by private sector or corporate bodies to raise funds. The rest of the paper is organised as follows. Section two contains literature review, theoretical framework is in section three, methodology and data sources is taken up in section four, section five treats model estimation, data analysis and interpretation of results is in section six, recommendations are treated in section seven, while section eight concludes the study.
II. Lterature Review
Robert Barro (1990) reported that in the case of U.S., stock market variables and stock returns, can largely explain the subsequent aggregate investments, he proved this by regressing the average growth rate in per capita output on the market capitalization and he discovered that the stock market accounts for a larger part of the aggregate investment in U.S. Harris, Richard(1997) analyzed data for forty-nine countries over the period 1980-91 for the growth in GDP per unit of effective labor, investment as a percent of GDP, the growth of total employed labor and the total value of shares traded on the stock market as a percent of GDP. The study reported that the level of stock market activity has little explanatory power in the sample of developing countries and weak explanatory power for the sample of developed countries.
Seyyed, Oskooe (2012), studied emerging stock market efficiency using nonlinearity and episodic dependence evidence from Iran Stock market covering the period from 1997-2006. He conducted causality test within the vector error correction model framework, he also used Johansen co-integration analysis to investigate whether the variables are co-integrated of the same order taking into account the maximum eigen values and trace statistics test. He applied the granger causality test in order to find the direction of causality between the examined variables of the estimated model. He concluded that the level of real economic activity is the main factor in the movement of stock prices in the long run and stock market plays a role as a leading economic indicator of future economic growth in Iran, in the short run. Levine and Zervos (1996) , applied regression analysis to the data compiled from 41 countries for the years 1976 through 1993 to see the relationship between Stock market development and long run growth. One of the financial deepening indicators used in the analysis was the level of development of stock exchange measured by a composite index, liquidity and diversification indicators. Economic growth indicator selected, on the other hand, was the real growth rate in per capita GDP. Levine and Zervos reported a very strong positive correlation between stock market development and economic growth. The most interesting aspect of this study was the decrease in the statistical significance of other financial deepening variables after stock market development index was included in regression equation. The study concluded with the proof that stock market development is more influential than other financial deepening indicators on the growth of the economy.
Mohtadi and Agarwal, (2008) examined the relationship between stock market development and economic growth for 21 emerging markets, Nigeria inclusive, from 1977 to 1997, using a dynamic panel method. The variables used were Market capitalization ratio, total value of shares traded ratio, turnover ratio, GDP, Foreign direct investment, Investment, Secondary school enrollment. The model was estimated in several different ways such as OLS, fixed effects, random effects, one way, and two -way models. Following the tradition, Hausman test was used to test for the appropriateness of the fixed versus random effect and F test was used to choose between the one-way or two -way models. Their result suggested a positive relationship between several indicators of the stock market performance and economic growth both directly, as well as indirectly by boosting private investment behavior. Thus they lend support both to financial intermediation literature as well as to traditional growth literature.
The study by Arestis, et al( 2001) found that in countries like Germany, stock market volatility has a significant and negative impact on growth. The study used a vector autoregressive model to study the relationship between stock market development measures and economic growth for developed economies, controlling for the banking sector development. The study finds that the stock market and economic growth both may be able to promote growth, with the impact of the banking system being stronger. With well-functional financial sector or banking sector, stock markets can give a big boost to economic development (Rousseau and Wachtel, 2000) The Nigerian Stock Exchange and Economic Growth (1980 Growth ( -2011 an Econometric approach Nourzad (2002) analyzed the effect of financial development on productive efficiency using eight measures of financial development for countries at different stages of economic development. The study analyzed three sets of panels of data: annual data for twenty-nine countries from 1966-90, annual data for eighteen countries from 1970-90 and five year average data for twenty-eight countries from 1970-90. The author finds that productive efficiency is greater in countries that have more developed financial sectors i.e. the stock market.
III.

Theoretical Framework
In an attempt to evaluate the role and performance and efficiency of the Nigeria stock exchange toward enhancing economic growth and development, it is important to look at the market efficiency theory and the efficiency market hypothesis which are the theories this work will focus in bringing out the contributions of the stock exchange to the growth of Nigerian economy. The efficiency of the capital market where Nigeria stock exchange falls can be classified into the following: i.
Resources allocation efficiency ii.
Operational efficiency iii.
Information processing efficiency i. Operational efficiency: this concept relates to the cost of financing operation. The lower the transaction cost, the higher the operational efficiency. ii. Information processing efficiency: this reflects the extent to which information on the future of a security is reflected in its current share price. The information processing machinery where efficiency will ensure that future prospective information that would add value to the company is immediately reflected on the share price immediately it is known. This means that the investment market becomes fair" every investor informed and has equal chance in the market pay a "fair" price and earn "fair" returns on investment.
iii. Resource allocation efficiency: a market will have allocation efficiency if resources will be directed towards most productive enterprises. In this situation, the most efficient enterprise will find it easier to raise funds for economic prosperity. The poor performance of a company will be quickly reported to the market and subsequently reflected and a fall in the share price due to secondary market trading. Most managers will equally be concerned with depressed share price as there is likely going to be a takeover, hence, attempt will be made to improve the efficiency of their operations. Therefore, for a stock market to perform the function for which it is established and to justify its raison deter, it must be efficient in its operation character. Thus, efficient information must be freely available for rational profit maximization investor, stock prices must be so fairly valued that the average investors will receive an average return because the market will be an efficient price of earning potential and risk.
Market Efficiency Theory
According to Fama (1976) an efficiency market is a market that is efficient in processing information. In an efficient market, prices reflect available information. Market efficiency when viewed from the perspective of efficient market hypothesis may be defined at three levels: i. The weak form ii. The semi-strong form iii. The strong form. The essence of the market efficiency theory is to relate the theory to one of the problems of disseminating vital information as regards the activities and function of the stock exchange and to see the possibility of attaining the expected growth level in the economy of the market (stock exchange) is efficient in its functions.
The Weak Form
The weak form of the efficient market hypothesis assures that current security prices affect only historical information. It does not anticipate the future. Any point in time, the value of a security reflects volume and time changes in the past. Thereby, analysis in the past will not beat the nearest because, the information had already been reflected in the share price semi-strong form.
This state that, current market price reflect all publicly available information. The semi-strong form encompasses the weak form because; all the market information considered by the weak form hypothesis such as security price, rate of returns and trading volume is public. Public information also includes all non-market information such as earning and dividend announcements, news about the economy and political news. A security"s price in this form of market will reflect this information instantly and only its "fair" return can be earned by public in a market trading.
The Strong Form
This state that current prices reflect not only the historical and current public information but also insider (private) information about the company and hence, future information about the company.
The Efficiency Market Hypothesis (EMH)
The efficiency market hypothesis argues that "today"s price which reflects all current information is the best estimate for tomorrow present value price". The determination of that price is the function of an unencumbered freely operational efficiency stock market. The desirability at this type of market in socioeconomic terms is to ensure that savings are channelled into the most profitable investment and capital thus, allotted optimally. The Nigerian stock exchange is a far cry from this characterisation and is under developed, not only is the market lacking in-depth, there is little and new public issues by private enterprises, beyond those necessitated by the enterprise promotion Act of 1977 are few and far between and substantially insignificant, the number of pluses exceeding minus the extent of demand over supply of securities.
Implications of Efficiency Market Hypothesis.
Signs of strong or semi-strong efficiency cannot be beaten by the investor in the market that shows a "sport shares" at a bargain price that increases in value. This is because, the market will already have anticipated development in the future and reflect those share prices. What the investors needs to do is to concentrate on building good spread of shares (port-folio) in order to achieve a satisfactory balance between risk and returns. If the strong form of the efficiency market is current, a company real financial position will be reflected in its share price. The real financial position includes both its current position and its expected future profitability. Making profit from insider dealing would not be possible since all information is available to the market. Similarly, if the semi-strong is true, it will be possible for investors to make a speculative bargain on the bases of profitability available information. Indeed, not even fund manager can consistently beat the market. This does not preclude fair profit being made overtime for the risk taken by investing. Thus, the fund managers in semi-strong case should manage both the underlying projects and information publicly available concerning the company and its project such information may "signal" import and facts that might be used to predict equity cash flows.
IV. Methodology And Data Sources
We adopt three stages methodology. The stationary status of the time series data was investigated using Philip Perron unit root test, this is followed by Johansen co integration test. We also test for the short run dynamic adjustments required for establishing long run equilibrium relation among the variables using the over parameterized and parsimonious error correction method Secondary data is used in collation of data for this research. The sources of data are the publications of Central Bank of Nigeria (CBN) such as CBN statistical bulletin, CBN statements of Accounts and annual reports, articles and journals as well as Federal Office Statistics (now National Bureau of Statistics) Publications of relevant years. The relevant variables sourced include: average stock index, market capitalization, exchange rate, gross capital formation, gross domestic product.
V.
Model Estimation
It has been tested that all capital market have some element of imperfections, the degree and severity of information and agency problems varies among developed and developing capital markets, but institutional factors have helped to minimize imperfection in the capital markets of developed economies. It is still highly pronounced in developing economies like Nigeria. therefore, this work gives an over view of the significant role of the variables included in the model i.e all-share index, gross capital formation , exchange rate and market capitalization.
The model estimating the impact or contribution of the stock market variables such as; all share index, gross capital formation, market capitalization exchange rate is stated using the market efficiency theory. The functional form of the model is stated as; GDP= f(ASI,GCF,EXCHR,MCAP) The econometric form of the model is stated thus: RGDP = a 0 + a 1 asi + a 2 gcf + a 3rexchr + a 4 To test for the stationary or non-stationary status of the variable (GDP, MCAP, ASI, EXCHR, GCF) in the model, we use Philip-Perron"s unit root test with linear deterministic trend. The result revealed that GDP and GCF were stationary at levels while ASI, MCAP and EXCHR attained stationarity after first difference. The critical values which form the bases of our decision making are 1%, 5% and 10% levels respectively.
The ECM (-1) was highly significant and was integrated of the order zero. The null hypothesis of non stationarity of the variables is therefore rejected at the respective critical levels because; the variables MCAP, EXCHR and ASI attained stationarity after first difference while GDP and GCF were stationary at levels.
After ascertaining the stationarity of the variables and to avoid spurious and nonsensical regression results, we proceed to establish whether long-run equilibrium relationship exist among the variables in our model using Johansen cointegration rank test of Marx Eigen value. If the variables are cointegrated, they are referred to as policy variables. The statistical equivalence of long run equilibrium relationship among variables in a model is cointegration. According to Engel Granger, if two or more variables are cointegrated, the relationship between or among them could be represented as an error correction method (ECM). In the over parameterized model as shown in table 3, the error correction term ECM(-1) is correctly specified. It is negative and statistically significant. This conforms to our earlier assertion that the variables in the model are cointegrated. The coefficient of the ECM is the speed of adjustment from short-run disequilibrium to long-run equilibrium. It also means that about 28 percent disturbances or shocks in the previous year adjust back to equilibrium in the long-run or current period.
The adjusted R 2 in the over parameterized model is 0.997520. This means that about 99 percent of the variations in the dependent variable ( GDP) is explained jointly by all the regressors in the model. The explanatory power of the model is very high and is a good fit, leaving about 1 percent for the stochastic or unexplained variable. The F statistics of 644.655 with probability of 0.000000 is highly significant. This means that the independent variables in the model (ASI, EXCHR, GCF, MCAP) are jointly significant i.e the variables fit well in the model.
The AIC and Schwarz information criteria are within the acceptable limit and therefore shows correct specification of the model. The model passes both the diagnostic and the normality test. The Durbin Watson statistics "D" of 2.322120 means the absence of serial or auto correlation. GDP (-1) is positive and statistically significant. This means that GDP in the one lag period impacts positively and significantly on current period GDP. This satisfies Apriori expectations. EXCHR and GCF in the current period is positive but statistically significant but in the one lag period, the impact of EXCHR on GDP was negative and statistically insignificant. The impact of GCF in the one lag period is positive but insignificant, its coefficient is 2.432040.This satisfy apriori expectations. This means that a unit change in EXCHR and GCF in the current period brings about 17.04359 and 2.656425 change respectively in GDP. Also, MCAP is negative at current period and statistically insignificant but in the one lag period, its impact is positive and statistically significant. This satisfy apriori expectations. MCAP satisfy apriori expectation in the current period but negate apriori expectation in the lag period.
The impact of ASI in both the current and one lag period was negative and statistically insignificant. This also negates apriori expectation which means that for this work, ASI does not impact GDP both in the short run and in the long run analysis. The next step is to perform the parsimonious model which is a stepwise reduction of jointly insignificant variables in the over parameterized model until parsimony is obtained. This is presented in table 4 In the parsimonious or preferred mode as shown in table 4, the ECM is correctly specified. It is negative and statistically significant. In the parsimonious model, the speed of adjustment which is the coefficient of ECM is high. It shows that about 49 percent of short-run disequilibrium adjusts back to equilibrium in the long-run. The statistically significant coefficient of the ECM means that the variables in the model are cointegrated and are therefore useful in policy formulation and implementation. The sign and magnitude of the ECM implies that the model passes the normality assumption of OLS. This means that the OLS estimation is consistent, unbiased and follow a normal distribution. We therefore reject the null hypothesis that the error term is not normally distributed at the respective level of significance. The value of adjusted R 2 of 0.993940 means that the explanatory power of the model is very high. About 99 percent change in GDP is explained jointly by all the explanatory variables in the model leaving about one percent for the unexplained variable or stochastic term. The F statistics of 657.089 in the result is highly significant. This implies that the independent variables fit well into the model. It is a good fit. The model passes the goodness of fit test.
The AIC and Schwarz information criteria for model specification shows that the model GDP=F(ASI, EXCHR, MCAP, GCF) is correctly specified.
The Durbin Watson statistics of 2.316045 means the absence of auto or serial correlation. GDP (-1) satisfy apriori expectation. It is positive and statistically significant. This implies that a unit change in GDP in the 1 lag period brings about 1.222951 changes in GDP in the current period. The null hypothesis of no significant positive relationship between the performance of the Nigerian Stock Exchange and economic growth is rejected at 1%, 5% and 10% level of significance because MCAP in the one lag period was positive and significant.
VI. Rec0mmendations
Based on the finding of this study, it is clear that the Nigerian Stock Exchange like other stock exchange in the world is the pivot on which our economy revolve. To enhance the level of economic growth, the activities of the Nigerian Stock Exchange need great improvement as recommended below: 1. From the parsimonious results, ASI was negative but highly significant which means that if the stock market can be more efficient, all share index will appreciate and this will cause an increase in GDP. 2. Also Market Capitalization (MCAP) which is positive and highly significant in the parsimonious tests shows that market capitalization is an essential part of the Stock Market variables that can promote economic growth of the country. 3. The stock exchange need to embark on measures which will help to stimulate the interest of the public in stock exchange operations and create more effective mobilization of capital and the extension of brokerage services to cover all nooks and cranny of the country.
4.
The relationship between the exchange and media houses should be strengthened. This is vital because the multiplier effect in informing the investing public will be high. 5. The Nigeria Stock Exchange should go international. Internationalization in this context means that the Nigerian Stock Exchange should admit foreign stock for quotation. 6. The outcome of privatization should be improved efficiently for the economy whereby more people would be encouraged to acquire shares. The tremendous advances recorded in the past are no doubt indicative of future prospect which may translate into bigger challenges in the years ahead. For instance, the information explosion recorded had made interact trading in securities possible in some countries. While in Nigerian capital market has no doubt recorded some significant growth since its inception, a lot still remains to be done in the areas of creating public awareness. Similarly, a lot is still required in the aspect of improving the operational efficiency, enhancing the depth and breadth of the market and building regular capacity. It is necessary and crucial for economic development of a country as the stock market helps in the socio-economic integration of all areas of the country. This is because, of the roles and opportunities which the stock market offers for the continuous trading in securities issued by the users.
VII.
Conclusion
The role of the Stock Market in Nigeria cannot be over-emphasized. The low levels of development of the Nigeria economy coupled with the political instability have also greatly affected the proper functioning of the stock exchange. On the economic level is the lower income per capita of Nigerians. This has reduced the propensity to save and invest by Households. On the part of the government, there appears to be low level of incentives towards the development of capital market in the country. The need for involvement of private individuals in the economy has been realised with the government structural adjustment programme established in the past, privatization and commercialization of some firms which were formerly owned by government are now in the hands of individuals. However, another drawback towards achieving this is the hyper-inflation currently raging through the country. A lot of household income is currently being spent on food as basic necessity while the income had remained nearly constant. The taste of Nigeria for foreign made goods continued to encourage capital flight. The little foreign exchange that would have been used for industrial development was directed to the purchase of finished goods.
Also lack of credibility and inconsistency in government macroeconomic policies negatively affects stock market operations. Since independence each successive government came with a change in policy with regards to investment and other economic problems.
A good number of the public including the educated ones, do not quite understand what the Nigerian stock exchange is all about in terms of its operations. Such lack of awareness on the part of the public could not be said to be good enough for healthy growth both of the capital market and the economy. Furthermore, industrialists who would have utilized such abundant opportunity offered by the capital market are scared as a result of the stringent stock exchange listing requirements. Despite these short-comings of the Nigerian Stock Exchange, the future of the Nigerian Stock Exchange remains bright as more efforts should be directed towards ensuring better services in the near future.
